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MEMORANDUM FOR: Director of Central Intelligence

FROM : Acting Deputy Director for Management
and Services

SUBJECT : :  Amendment to the CIA Retirement Act

1. Action Requested: This memorandum recommends
that the Agency immediately seek before the adjournment
of this session of Congress an amendment to the CIA Re-
tirement Act to liberalize eligibility for cost-of-living
increases in a way similar to that recently approved for
the Civil Service Retirement System,

2. Basic Data or Background: Recent legislation
was enacted i1nto law, PL 93-136, which liberalizes
eligibility for Civil Service Retirement cost-of-living
increases. Employees retiring on or after the effective
date of a cost-of-1living increase, or survivors of em-
ployees who die after that date, are guaranteed an an-
nuity at least as large as that which would have been
payable if the employees retired or died before the ef-
fective date of the increase. The legislation applies
to annuities which begin on or after 2 July 1973 and is
designed to (1) eliminate the anomaly of a difference in
amount between annuities that commence on or before the
effective date of a cost-of-1iving increase and those
that commence shortly after that date, (2) moderate the
peaking of retirements immediately before cost-of-living
increases become effective, and (3) reduce the disruption
in the work of Government agencies caused by many em-
ployees suddenly retiring at the same time.

Under the previous law, cost-of-living increases
were granted only to those individuals who retired before
the effective date of the increase. Thus, the 6.1% in-
crease which was effective 1 July 1973 was granted to
employees who retired by 30 June 1973. The effect was
to cluster retirements immediately before cost-of-living
increases creating pressing administrative problems and
expense for the Civil Service Commission, adversely af-
fecting employing agencies because of the inordinate
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number of employees deciding to retire on short notice,
and delaying payments of annuities because of the large
number of retirements.

The new law provides that employees who retire
between 1 July and 31 December 1973 can obtain, if to
their advantage, the July cost-of-living increase. Based
on the Consumer Price Index released in September and
October, it now appears that another cost-of-living in-
crease will be effective on 1 January 1974 for annuitants
who have retired by 31 December 1973. If this occurs, em-
ployees who retire by 31 December will be eligible for the
1 July 1973 cost-of-living increase and the one on
1 January 1974. Employees who retire after 1 January
are eligible only for the January cost-of-living adjust-
ment. Since the legislation is an amendment to the Civil
Service Retirement Act, it has no effect on CIARDS.

3. Staff Position: We have reviewed with repre-
sentatives of the Offices of General Counsel, Legislative
Counsel, Personnel, and Finance the question of whether
the Agency should seek an equivalent amendment to CIARDS.
For reasons set forth below, I believe the Agency should
seek this legislation.

a. There would be a significant benefit both
to CIARDS participants and the Agency. Employees
would be given a more liberal option of deciding
when to retire without forfeiting cost-of-living
adjustments which have been authorized. Employees
would not be forced to retire by 31 December. They
could retire after 1 January and still receive the
January increase. The Agency would derive benefits
since currently there are CIARDS participants
who are eligible for voluntary retirement. However,
it is always hard to predict how many employees

~eligible for voluntary retirement might opt to
accelerate their retirement dates for the purpose
of obtaining a cost-of-1iving increase. Much will
depend on the size of the January cost-of-living
adjustment. Already at a minimum of 4.7%, it is
expected to be substantially higher. If so, we
might anticipate large numbers of CIARDS partici-
pants opting for retirement, thus creating the same
administrative problems and expenses as well as the
disruption to Agency work which the new legislation
was designed to correct.

25X9
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b. For participants who have already retired
or for survivors of participants who have died, the
retroactive feature to 1 July 1973 could provide a
significantly higher annuity or survivorship benefits
than they are now receiving. Since 1 July 1973, 11
participants have retired under CIARDS and five par-
ticipants have died.

¢. The new legislation covers all Federal em-
ployees, including Agency employees, who are under
the Civil Service Retirement Act. In view of the
Government-wide coverage of the new legislation, the
principle of comparability dictates that the legisla-
tion, which was aimed at correcting inequities to em-
ployees and avoiding problems of concern to management,
should be extended to CIARDS. If comparability is not
obtained, we anticipate some deep concern among CIARDS
participants.

d. The Office of Legislative Counsel has
sounded out our staff people on the Hill and with OMB,
and they will make every effort to move the amendment
this session if we feel that the need is great.

4. Recommendation: That you approve immediate sub-

mission of a proposed amendment to CIARDS to provide the
same liberalization of eligibility for cost-of-living in-
creases -which has been approved for the Civil Service Re-

tirement Act.

" Robert 5. Wattles
Acting Deputy Director
for
ment and Services
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MEMORANDUM FOR: Director of Central Intelligence

SUBJECT : Submission of Cost of Living Increase for
CIARDS

1. The DD/M&S is recommending that the Agency seek an
amendment to the Central Intelligence Agency Retirement Act which
would liberalize eligibility for cost of living increases for the CIARDS
along the lines recently approved for the Civil Service Retirement
System. There are several considerations which I think are pertinent
from the legislative standpoint.

2. For one thing, I believe the Armed Services Comunittees will
not be favorably disposed to press any legislation which is in any way
controversial. This means that we must present an airtight case--
fully justified and fully documented.

3. Further, any proposal to liberalize benefits under the CIA
Retirement Act is likely to trigger congressional interest in the current
financial status of the Fund and we must be prepared to cope with this
development. The Fund is not in good shape but we do have pending in
OMB proposed legislation to place the Fund on a sound financial basis
and we believe this fact should satisfy questions on this account.

4. A further consideration is the inherent risk involved in floor
debate on any proposed CIA legislation. There is the pos sibility that
the Proxmire's, the Cranston's and House members of similar per-
suasion will use such legislation to generate floor debate on the "statutory
charter' of the Agency. Thus we would be Presenting two opportunities
for such debate if we go for the cost of living amendment now and our
"retirement package' later., This risk is probably fairly minimal at
this time in view of the Stennis/Nedzi proposals under way but it is,
nevertheless, a possibility.
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5. The cost of living amendment could be included in our
"retirement package' in OMB but this would surely mean that the
combined package would not be acted upon until some time in 1974--
too late for the optimum impact which the DD/M&S wishes to achieve,
but we may be able to get retroactive dates for the legislation as we
have done twice previously and thus assure that Agency employees
and survivors receive the full benefit of the legislation.

6. Finally, a close inspection of the likely effect of the
proposed amendment if it is enacted now will reveal that it probably
will lead to an exodus from CIA this December rather than to a
levelling of retirements--one of the principal managerial purposes
of the original legislation.

7. Realizing that time could be of the essence, we have
completed the necessary staff work with OMB on a legislative package
for your transmittal to the Hill,

8. On balance, I believe we owe it to our employees to pursue STATINTL
this amendment but I feel these rather negative aspects of our doing
so should be brought to your attention.

< [John M. Maury 4
“tegislative Counsel

Distribution:

Original - DCI

1 - DDCI

- ER
- DD/M&S
- D/Pers
DD/Pers/SP
- OGC
- OLC
- C/RAD

el T S S S
t

Declassified in Part - Sanitized Copy Approved for Release 2012/07/11 : CIA-RDP84-00688R000200180001-5




Declessmed in Part - Sanitized Copy Approved for Release 2012/07/11 CIA- RDP84 00688R000200180001 5
g%@‘ A\@ v by el Do 17 107 573
ow
Mr. Chairman '
I appreciate your giving me a few minutes of your time
during these busy days to introduce a proposal of importance to
the Agency's retirement system.
As you know, in 1964 this Committee approved a separate

retirement system for those employees of CIA whose careers have

been in those functions unique to CIA. These employeeé represent

STAT
STAT

are covered by the Civil Service Retirement System.

Over the years since 1964 legislation enacted for the
Civil Service System did not automatically benefit the CIA
System. In those instances we have been privileged to have had
this Committee approve legislation that secured the same benefits
for the CIA System. You may recall, for example, the separate

legislation that gave our system the cost-of-1living benefit in

order that our retirees could keep pace with Civil Service on
this important feature. Again, in late 1969, this Committee
approved legislation to invest our system with the benefits of
the McGee/Daniels Bill.

The proposal I am introducing today is, I believe, needed
to secure another benefit that has just recently been £nacted
for Civil Service (PL 93-136) and which will promote more
efficient administration of actual retirements at a time when

cost-of-1iving increases become effective.
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PL 93-136 liberalized eligibility for cost-of-living
increases by ensuring that an employee who retired after the
effective date of such an increase would receive no less
annuity than if he had retired immediately prior to the effective
date. The same benefit would accrue to a survivor of an employee
who died after the effective date. This law also eliminated the
anomaly of a cost-of-living increase being denied to a long-term
employee who became eligible for retirement within a few days
after the effective date.

Apart from these benefits to employees and survivors,

PL 93-136 carried important benefits for management. It
eliminated the necessity for "batching" retirements immediately
before an effective date and serves to reduce the disruption

to the course of business that agencies experienced when large

>

numbers of experienced employeesrgetired at the same time.
The same considerations that were involved in enacting

PL 93-136 for the Civil Service System are present in the CIA
System. Thirteen (13) of our employees vested in our System
retired between 1 July and 31 October, some of them within a
few weeks after the last cost-of-living increase. During the
same period, six (6) employees died in service; at the present
time their survivors may not benefit from the latest increase.

We have found, also, that retirements under our System

"peaked" at effective dates of increases, causing us to lose
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persons who were important in on-going activities before we
could adequately prepare for their replacement.

Such "peaking' or "batching' also put a severe strain on
our administrative machinery for adjudicating creditable service,
processing actual retirement and making annuity payments on time.
As you know, we must, by law, administer completely within house
the full range of retirement actions and benefits for the CIA
System. In that respect, we are identical to the Bureau of
Retirement at the Civil Service Commission. The two systems
are different in absolute size, of course, but in a relative
sense the problem is the same as regards our '"population' and
the manpower we have committed to it.

The avoidance of "batching" retirements can be more
effectively controlled in our System, if the proposed legislation
is enacted, possibly than in the Civil Service System. Most
retirements under the CIA System are of a voluntary nature, but
a voluntary retirement 1is possible only with the approval of
the Director of Central Intelligence. Thus, if our employees
can receive the benefits of a cost-of-living increase after
an effective date, our own internal management or approval of
voluntary retirements would, it seems to me, operate hand in

~glove with the new benefit. Management could space the
(voluntary) retirements in order to moderate the number of
retirements in any specific period and to ensure the phasing

in of replacements for prospective retirees, yet the retiring
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employee would be assured of the latest benefit.

If I may sum up, I believe that the principle, of

comparability strongly suggests that the of the CIA

employees who are in the CIA System should be covered by this

same benefit that applies to the other our

employees who are covered by Civil Service. In addition,
Agency management and administration would be better able to
phase retirements to suit the demands at the moment.
My remarks have been general, Mr. Chairman. My staff and
I stand ready to answer any questions it may be your pleasure
to ask. Thank you very much for permitting me these introductory

remarks.
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